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EXECUTIVE SUMMARY

Overissuances occur when food stamps are provided to

ineligibl e households or when eligible households
receive food stamp allotments that are greater than the

amount allowed under program regulations. When an

agency determines that a household has received food

stamps to which it is not entitled, the state is

mandated by law and regulations to establish a claim
against and to collect the overissuance from that
household. Within the constraints of the law and

regulations, states have considerable discretion in how

they operate and administer the claims collection

process. However, little systematic information exists
on the policies and procedures adopted by states and

local agencies, or on the effectiveness of agencies at

collecting claims.

Accordingly, the Food and Nutrition Service (FNS) of the

U.S. Department of Agriculture has sponsored research to
learn more about these aspects of the Food Stamp Program

(FSP). Claims collection is One of six general topics

covered in a study of FSP operations being conducted by
Mathematica Policy Research, Inc., and its

subcontractors, Abt Associates, Inc., and the Urban
Institute.

The first phase of the study entailed interviews with
state-level food stamp personnel in the 50 states, plus

the District of Columbia, GUamj and the Virgin
Islands. Questions in the claims collection component

of the interviews covered the organization and admini-

stration of the claims collecti °m process; the extent to

which the claims process is automated; the policies and

procedures involved in identifying overissuances,

establishing and collecting claims, and suspending and
terminating delinquent claims; and some tentative
measures of the effectiveness of the claims collection

process. The data collected in the census of state
agencies were used to prepare preliminary descriptive

profiles of the states' claims collection processes.

The second phase of the study, a survey of a national
sample of 187 local food stamp agencies (FSAs), focused

onclaims collection operations within local offices.

Bec_se responsibility for el'aims collection activities
may bedelegated completeliy or partially to local,

district, or state agencies, or to Combinations of these

offices, the survey data were collected to enhance and
complete the census-based descriptiv e profiles of food

stamp operations in all the states. In addition, the
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survey data were used to develop a nationally

representative picture of claims collection processes.

This report describes the claims collection processes of
the states and selected local FSAs within the states.

Findings are summarized below for each major topic area.

Or_ani- The majority of states show mixed levels of state,
zation and district, and local responsibility for operating the

Adminis- claims collection process; however, after a claim has

tration been established, activities become increasingly
centralized through state-level intervention in most
states.

In addition, specialized staff are involved in the
claims process at some level in all of the states,

although the exact nature of the staff and the functions

they perform are quite diverse. In some agencies, the

specialized staff simply help the caseworker investigate

and establish the claim, while in others the specialized

staff are organized into special units and assume full
responsibility for the entire claims collection process
following the referral of the overissuance.

The claims collection process, unlike other operational

areas of the Food Stamp Program, may involve a number of
local, district, and state agencies. Consequently, a

variety of managerial methods and techniques for

monitoring the progress of individual cases may be

necessary to administer the claims collection process
effectively. Forty-eight of the states utilize routine

summary reports to assess how well the claims collection

process is working and/or to effect communication among

the various units involved in the claims process.

Within the majority of the states, at least some of the

local offices also prepare routine summary reports.

Nationally, routine reports are prepared in both state
and local FSAs for 63 percent of the FSP household

caseload. Routine status reports on individual
overissuances or claims cases are a less frequently used

managerial tool within the claims collection process, as

are time limits to control the period required to

investigate, establish, and collect on a claim. Most

states have instituted some type of system for tracking

overissuances and claims and systems for signalling
workers when claims cases require further attention,

although relatively few of the agencies incorporate
information on the age of the overissuances or claims in

their systems. Only about 15 percent of the national

caseload are represented by local agencies that have a



system for aging claims. The ability to "age"
overissuances and claims is a useful function because it

helps ensure the timeliness of the actions required at

each stage of the claims collection process.

Automation The majority of the states have instituted automated

claims collection processes that complement the

functions performed by their automated food stamp

certification systems; those systems are frequently made

available to the local agencies within their respective

states. However, the extent to which these state and

local systems support the claims process varies

considerably. The automated cLiaims systems of most of

the states include a historyi of the household's payments

on the claim, while only about one-half of the systems

overall maintain a history Of the dates of all actions

taken on overissuances and/°_:_laims. Few of the state

systems are capable of c&f_ul_ating the amount of the

overissuance itself. However, the majority of these

automated systems routinely calculate the recoupment

amount and deduct that amour: from the household's food
stamp issuance. Approximatel_ one-half of the state-

level systems have the capacity to generate demand

letters automatically at:theappropriate time

intervals. ProportionatelF fewer of the locally

available automated clalms_systems can automatically

generate demand letters. Only about one-fifth of the

national caseload are covered by local FSAs with such a

capability.

Policies In the first stage of the claims collection process--

and identifying the overissuance--states report using

Procedures a wide array of detection methods. The following

approaches were frequently perceived by the states as

the most effective: computermatches of wages and

unearned income, recertific&tion reviews, Quality

Control reviews, and conflicting information provided by
the client. Because the detection of overissuances is

generally a local office function, many local agencies

tend to employ more of the detection methods than do

their respective states. The methods which rank among

the most effective nationally include computer matches

or,wages and unearned incorae_ recertification reviews,

and error-prone profiles.

Investigating the identifie d overissuances frequently
entails using specialized staff, particularly to

investigate cases of suspected fraud. In general,

states appear to expend more resources on investigating

and pursuing suspected fraud cases than nonfraud
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cases. The following reasons were cited for emphasizing

fraud claims over nonfraud claims: (1) the necessity of

protecting the integrity of the program, (2) financial

incentives established by FNS, and (3) the higher dollar
amount involved in most fraud claims.

Of the four methods available for establishing fraud

claims--prosecution, disqualification consent agreements

(DCAs), administrative disqualification hearings (ADHs),

and waivers of hearing--only prosecution is used in all

states. Because responsibility for claims activities at
the establishment phase shifts away from the local

level, agencies report that prosecution tends to be a
state- rather than local-level function. DCAs and

waivers of hearing are not used in 9 and 10 states,
respectively. The ADHs and waivers of hearing are the

preferred methods for establishing fraud claims among
most of the state and local offices.

The process of establishing the claim typically involves

a shift in the type of staff responsible for claims
activities. First, fraud claims that are referred for

prosecution and are established through the courts often
move to agencies outside the control of the FSA.

Second, as we have stated, the claims collection process

is increasingly centralized at the state level after a

claim has been established. Finally, in many states, a

shift is evident in the use of specialized staff to

collect payments on the claim.

Collecting claims payments from households which are no
longer participating in the FSP or which have been

issued overpayments due to agency error is generally

more difficult, since recoupment is not a possible means

of collection.i/ Thirty-seven state agencies, and the

local offices of 4 additional states, currently use some

type of alternative collection technique, most

frequently wage garnishment, tax refund intercepts,
small claims court, and property liens, to collect on

claims against households that have failed to respond to

other collection efforts. Although these alternative
collection methods are seldom used by most agencies,

several agencies reported that the threat of their use

_/Claims due to agency error can be collected through

recoupment only if the client agrees to that type of
repayment.
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is often an effective method for generating claims

payments.

The suspension and termination of claims are relatively
low priority functions within the states, and,

consequently, many agencies have large backlogs of both

delinquent claims which are eligible for suspension and
suspended claims which are eligible for termination.

Staff shortages and the lack of resources were the

reasons cited most frequently by state and local
agencies for not maintaining an accurate accounting of
the collectible claims that are outstanding.

Effective- The quantitative assessment of the effectiveness of

ness the claims collection process requires information on
the flow of cases through the claims process. Since the

necessary information is not maintained by the state or

local agencies, professional estimates and
administrative data from Form FNS-209 are used to

construct a tentative profile of effectiveness. Because
both the professional estimates and administrative data

suffer from severe problems, measures of the effective-

ness of the claims collection process are considered

only rough indicators. Given the poor quality of the
effectiveness data, it is not surprising that a close

relationship does not appear to exist between any of the
characteristics of the claims collection processes and
the measures of the effectiveness of claims

collection. However, the measures of effectiveness

would appear to suggest that the claims collection
process can be improved substantially.
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I. INTRODUCTION

This report describes the results of two series of

interviews on the claims collection processes used by
Food Stamp Agencies. The interviews were administered

as part of the first and second phases of the three-

phase Food Stamp Program Operations Study (FSPOS), which
is being undertaken by Mathematica Policy Research,

Inc., and its subcontractors, Abt Associates, Inc., and
the Urban Institute, under contract to the Food and

Nutrition Service (FNS) of the U.S. Department of

AgricUlture.

The first phase of the FSPOS, the "census," entailed

administering telephone interviews to state agency staff
in the 53 state-level FOOd Stamp Agencies (FSAs)

(including Guam, the Virgfn ISlands, and the District of

Columbia), focusing on the_Practices and procedures that

comprise the states' food stamp claims collection

operations. I/ The census data Were examined and used to

develop descriptive profiles of the states' claims
collection processes and to establish a typology of

claims collection procegses based on organizational and

operational characteristics. Because responsibility for
claims collection activities may be delegated completely

or partially to local, diStriCt, or state agencies, or

combinations of those offices, the census data did not

always provide a complete picture of a particular

state's claims operations* Consequently, in the second

phase, a telephone surveYWas administered to a national
sample of 187 local agencies to collect information on

their claims collection operations.2/

!/In addition to covering the states' claims collection

processes, the census of state agencies focused on 5 other

areas: automated certification systems, computer matching,
monthly reporting, quality control, and job-search
activities. The results of the census interviews on claims

collection and the five other areas are presented in

separate census reports.

_/Because the census provided relatively complete

descriptive profiles Of automated certification systems,

_nthiy reporting, quality control, and job search, local

FSA follow-up data collection efforts were unnecessary.
However_ the survey of local offices did include interviews
on computer matching operations in addition to claims

collection operations. The results of the survey interviews
on computer matching are presented in a companion survey

report.



In the second phase, the two primary objectives of the
FSPOS project were to gather data comparable to the

census data from local FSAs in order to complete the

descriptive profiles of the state systems and to confirm
or modify the placements of the state systems within the

typology established following the census. In addition,
the survey data were used to develop a nationally

representative overview of claims collection operations.

The third phase of the FSPOS project plan will consist

of intensive assessments of selected sites, focusing on

the costs and benefits of particularly promising
examples of Food Stamp Program (FSP) operations

identified in the first two phases of the study.

Further project reports will be issued on Phase III.

Section A of this introduction outlines the goals of the

census and survey interviews on the claims collection

process. Section B briefly reviews the sources of the

data, describing the state and local agency samples and
the data collection methods. Section C discusses the

scope of the reported results, and Section D describes

the organization of the remainder of this report.

A. GOALS OF THE CENSUS AND SURVEY OF CLAIMS COLLECTION

PROCESSES

The primary purpose of the census interviews on claims
collection in the FSP was to develop clear, consistent,

and complete descriptive profiles of state systems

currently in use, and to establish a typology which

allows systems to be distinguished according to
categories based on the methods that are used to

organize and operate the claims collection functions.

Because responsibility for claims collection activities

may be completely or partially delegated to local

agencies, the survey data were collected to complete the

descriptive profiles of the claims systems of states and

to confirm or modify the census-established typology.

Based on the census and survey data collection, the

descriptive profiles of the claims process cover:

o The techniques that are used to discover
overissuances and to investigate, establish, and
recover claims



o The policies and procedures of the claims collection
process which are defined at the state and local
level

o The claims collection information functions used by

state and local FSAs, such as automated tracking
systems and systems for monitoring claims

o A profile of the current backlog of overissuances and
claims

In addition, a preliminary analysis of the effectiveness

of the claims collection proces s was undertaken on the

basis of administrative data (Form FNS-209) collected by
FNS.

The need for complete descriPtiVe profiles was given the
highest priority during.the census design period, after
a review of a broader set of questions on claims
collection that are of interest to FNS. Additional

questions of interest to FNS_ identified at the outset

of the FSPOS, included the following:

o What are the costs of the different claims collection

systems?

- What are the costs of identifying overissuances,

establishing claims, and making collections?

- What is the relationshipbetween the claims
collection approach and the cost of claims
collection activities?

- How do the costs of the claims collection effort

vary according to the characteristics of the
households that have overissuances and claims?

o How effective are the different claims collection

systems?

- How effective is each stage of the claims

collection process (identification, establishment,

and recovery) in dealing with the potential or

actUatlciaims cases from the preceding stage?
! :

- How effective are claims suspension and termination

practices, and what conventions should states

follow in suspending or terminating the pursuit of
collections?



- How does the effectiveness of the claims collection

process vary according to the characteristics of
the households that have overissuances and claims?

o Given the impact of different collection approaches
on the costs and effectiveness of the claims

collection process, what claims collection approaches
are most cost-effective?

o What approaches are used to "age" claims and
prioritize claims collection activities?

Based on a review of the data commonly compiled and

reported by state and local FSAs, and in view of the

data collection constraints inherent in telephone
interviewing, a conclusion was reached during the census

design period that the census and survey data collection
efforts would not be able to create a useful data base

for a serious analysis of the costs, effectiveness, and
cost-effectiveness of the c[aims collection process.

Such detail will require a more extensive analysis of

claims collection systems. Consequently, questions on
costs and effectiveness were deferred for possible

exploration in the intensive assessment stage of the
FSPOS.

B. SAMPLE AND INTERVIEWING METHODS

Four aspects of the census and survey provide the

necessary background for presenting the results: (1)

the sample of state agencies covered in the census, (2)

the sample of local agencies covered in the survey, (3)
the data collection instruments and interviewing methods

that were used in both the census and the survey, and

(4) the use of materials received from state agencies.

State The general purpose of the claims collection census was

A_encies to describe the operational processes used in each state
Included in based on the interviews with state FSA staff. The

the Census claims collection interview was attempted for all

state FSAs and the FSAs in the District of Columbia,
Guam, and the Virgin Islands, or 53 jurisdictions. The

interview was administered successfully to all of the

jurisdictions, except California and North Dakota. The

California FSA was not able to respond meaningfully to
the instrument because of the wide variation in the

claims process across the local FSAs. In North Dakota,
the pressures of current work and staff shortages made

it impossible for FSA staff to participate in the study.



Local The census data collection effort indicated that the

Agencies level of operational responsibility for different
Included in components of the claims collection process varies

the Survey widely among the states. In some states, the claims
process is primarily a state or district function

following claims referral; in those states, the census

provided relatively complete descriptive profiles of

their claims collection systems. In other states,
claims activities are handled at the local level in the

earlier stages of the claims collection process, and at

the state level in the later stages. In the remaining
states, the claims collection process is almost entirely

a local operation. Where responsibility for claims

activities rested significantly at the local level, the
state FSAs were not always able to provide complete

information on the components of the claims collection
process that occur at that level.

The purpose of the survey, then, is to complete the

descriptive profiles of the states and to identify the

primary claims collection approaches used by a state's

local FSAs, particularly in those states that exhibit

significant variation at the local level. The survey
sample was drawn to reflect the necessity of collecting
more information from some states than from others.

A stratified random sample of 187 local agencies was

drawn from the universe of approximately 2,900 local

FSAs,3/ with the probability of the selection of each
local agency proportional to the size of its household
caseload within its respective state. For states whose

_/As of January 1986, 2,896 project areas were identified by

the FSP's Statistical Su.mtary of Operations. In most cases,
the unit of observation for the survey is the same as the

project area definition. However, in some states, the local

organizational unit doe_not coincide with the project area

def_ition_ For example_ the Statistical Summary of

O[_e_ations lists as siag[t FSP project areas the entire
stales of Maine, New _shlre, and Vermont, and the very
large metropolitan arets of Hew York City, Chicago, and

PhiLadelphia. Because the intent of the survey was to

F,a_her data at the:::[ocal_level, lists of separate offices

within those states and metropolitan areas were acquired
from state officials in order to include such local-level

offices in the survey sample. The use of "agencies" in this

report refers to the local agencies and offices that
comprised the survey sample.




